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HIGHLIGHTS OF BUSINESS IN FEBRUARY 


Little change in business activity was evident in Feb- 
ruary. Small gains in output were made in some indus- 
tries, notably steel, raising over-all industrial production 
another point to 144 percent of the 1947-49 average. 
Retail sales were up slightly from January, after allowing 
for seasonal influences; the index of department store 
sales stood at 138 (1947-49 = 100) as it did in the pre- 
ceding month. Unemployment increased 63,000 and em- 
ployment dropped 50,000, on a seasonally adjusted basis. 

Steel production rose sharply during the month as a 
result of ordering to build up stocks as a hedge against a 
possible strike in the industry. The automobile industry 
turned out 12 percent fewer passenger cars than it did in 
January, only partly because of fewer working days. 
Sales of cars were off 6 percent; with production exceed- 
ing sales by about 73,000, inventories were approaching 
the 800,000 goal at which the industry is said to be aiming. 

Following closely on releases showing January in- 
creases in business inventories and consumer credit, the 
Federal Reserve System announced on March 5 an 
increase in the discount rate from 214 percent to 3 
percent. 


Construction Boom Continues 


February construction outlays of $3.5 billion were 12 
percent above the previous record for the month set last 
year, even though the usual seasonal contraction brought 
the total 5 percent below January. Private spending for 
new construction accounted for $2.5 billion in the month, 
down 5 percent from January but 10 percent above Feb- 
ruary, 1958. The increase over the year-earlier month 
was due primarily to a 32 percent rise in outlays for new 
dwelling units, more than enough to offset the 34 percent 
drop in expenditures on industrial buildings over the same 
period. Thus far in 1959 outlays of the latter type are 
at the lowest level in eight years. 

Public construction fell 8 percent in February to just 
under $1 billion but was still 17 percent above the year- 
earlier month. Spending on highways and housing experi- 
enced the largest dollar gains over February, 1958, but 
large percentage increases were recorded in a number of 
other categories. 


Sales Steady, Inventories Up 


Total sales of manufacturing and trade firms were 
unchanged in January at $57.4 billion, after seasonal 
adjustment. Smal] ticreases pushed manufacturing sales 
to $28.2 bilhon and sales by wholesalers to $11.8 billion, 


offsetting a $200 million drop by retailers to $17.4 billion. 
The changes were in nondurables for trade and in dur- 
ables for manufacturing. The total was $3.2 billion above 
the year-earlier figure. 

Inventories rose $300 million in the month to $85.5 
billion, down $4.3 billion from January, 1958. Stocks held 
by manufacturers rose by the same amount, bringing 
their adjusted total to $49.5 billion, 7 percent below the 
year-earlier figure. A decrease of $100 million in whole- 
salers’ stocks of nondurables offset a rise of the same 
amount in retail inventories, where stocks of durables 
went up $200 million while nondurables fell $100 million. 


Installment Debt Advances 


In January consumers added $185 million on a sea- 
sonally adjusted basis to their installment debt arising 
from the purchase of automobiles, bringing the total of 
this type of debt to $14.2 billion, still $1.1 billion below 
the year-earlier figure. In addition, they increased their 
outstanding installment obligations for other consumer 
goods by $91 million to $8.9 billion, bringing this category 
5 percent above January, 1958. Increases in repair and 
modernization loans and in personal loans raised these 
commitments to $2.1 billion and $8.6 billion respectively. 
Total installment debt was up $387 million in the month 
to $33.8 billion, slightly above the year-earlier total. 

Noninstallment debt of consumers also expanded in 
January, the total rising $169 million on an adjusted basis 
to $10.6 billion, $456 million above January, 1958. An 
adjusted increase of $150 million in charge accounts was 
the major factor in the gain. Total consumer debt in- 
creased at an annual rate of $6.7 billion. 


Farm Surplus Rises 


At the end of January the federal government's in- 
\estment in surplus farm products was above $9 billion. 
This was $1.8 billion higher than the year-earlier figure 
and the total was expected to continue upward at least 
through February. Crops owned outright by the govern- 
ment accounted for $5.2 billion of the total, the remainder 
representing crops under support. The latter were at a 
record level, the previous high having been $3.6 billion 
in February, 1954. 

The last day that most crops produced in 1958 were 
cligible for price support loans was February 2, but cotton 
and corn are still going under loan and are expected 
to keep the government’s investment in the loan program 
at a high level through the spring months. 
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Foibles of Monetary Policy 


Since the middle of last year, Federal Reserve action 
has been generally cautious and neutral. Nevertheless, it 
has been the subject of endless controversy, with various 
participants criticizing or approving what they conceive 
to be its objectives or effects. 

In part, this controversy arises from differences of 
opinion about the character of the economic situation 
and therefore about the kind of control measures re- 
quired to deal with it. In part, however, it reflects the 
unsatisfactory state of theory about monetary policy and 
controls. For example, the debate over the “bills only” 


policy has done less to establish the validity of that 
policy, or the reverse, than to reveal how little is known 
about what monetary policy can accomplish. 


The ‘‘Bills Only’’ Policy 


No one can deny that the “bills only” policy, whereby 
the Fed confines its open-market operations to Treasury 
bills, does have some “trickle down” influence on the 
long-term market by way of the effects of purchases or 
sales of bills on bank reserves. Through most of 1958, 
the Fed was providing funds by open-market purchases, 
first, to counter the recession and, later, to meet peak 
seasonal demands for funds. The banks did use these 
funds as well as those made available by reduced reserve 
requirements to expand their investments. The money 
supply expanded during the year to the full extent per- 
mitted by the Fed’s actions. - 

It is also clear, as opponents of this policy have 
indicated, that there are lags and imperfections in market 
action. The rate on long-term bonds was in process of 
coming down early last year. The sharp midyear rebound 
is now blamed on “the speculators.” Another way of 
looking at what happened is that the people who had been 
cooperating in bringing it down were left holding the bag. 
Everything that was going on, everything that the Fed 
was doing, was calculated to encourage the decline in 
rates. Then sentiment reversed, and with the Fed 
enamored of its “bills only” policy, the rebound was 
severe. Only then could the bulls on bonds be identified 
as “speculators.” 

The decline in bond rates halted at a point about 
one-half percent below the peak, and then they went 
right back up, surpassing the earlier peak reached in 1957. 


Changes in bank portfolios fully conformed to the patterg 
making for these rate changes; in the first half of 195% 
holdings of bonds expanded sharply, and in the second 
half, almost all the additional bonds were replaced with 
notes and certificates. 

The minor dip in the bond rate had no apparent in. 
fluence on the pace of fixed investment. Business outlays 
for plant and equipment merely leveled off after the 
sharp decline from 1957. 

Whether easy money contributed significantly to 
short-term business investment is more of an open ques- 
tion. Relief from extreme illiquidity for business and the 
banking system was provided by the Fed’s action, and 
this could only have worked on the side of reversing the 
inventory sell-off. But it seems probable that the movye- 
ment to liquidate inventories had already run its course, 
so that recovery would have begun in any case. 

In contrast to the bond rate, the rate on Treasury 
bills declined much further and has not made a full 
recovery to the 1957 peak. Some are inclined to attribute 
this to Fed policy but, again, other considerations render 
the point inconclusive. The mounting government deficit, 
the increase in money supply, and the continuing advance 
in wage rates have brought the inflation phobia that has 
been developing for several years to an acute phase, so 
that the market displays a strong prejudice against bonds, 
Investors clearly prefer the liquidity of bills at a good 
rate of interest to bonds with a somewhat higher rate. 


Oddities of Liquidity Preference 


In Keynes’s General Theory, the rate of interest is 
presented as an inducement to give up liquidity and to 
accept the risks of holding assets whose prices might 
decline. Bonds are riskier than bills, not only because 
current prices swing further with changes in interest 
rates but because the purchasing power of the dollar may 
decline further over long periods. Nevertheless, the bill 
rate will tend to follow the bond rate up in periods of 
tight money, maintaining only the differential needed as 
insurance against the higher risk. 

That is why Treasury insistence on lengthening ma- 
turities tends to push the whole interest rate structure up. 
Reluctance to issue bills or other shorts — which in the 
short-run are no more inflationary than longs — is itself 
a concession of danger that encourages the market to 
look for still higher rates. 

The idea that inflation is inevitable can obviously 
live through a short recession. In the course of a pro- 
longed boom, after several short recessions, it seems 
reasonable to harbor the illusion that business will always 
be good and corporate profits always high. The growth 
of this “new era” philosophy sets the tone of financial 
markets in the final stages of the boom. 

Monetary policy contributes to this view through its 
apparent success in promoting recovery and its actual 
success in stimulating the stock market. Although the 
Fed’s easy money actions in early 1958 had a minimum 
of influence on business conditions, they almost as cer- 
tainly had important effects on stock prices. It may be 
surmised that part of the $10 billion the banks paid out 
in expanding their investment accounts went temporarily 
into hoards. But the behavior of the market i recent 
months suggests that any such first reaction did not hold. 
Efforts to convert idle balances into stock portfolios have 
driven prices to record highs. 

Soaring stock prices seemingly reflect a move away 
from liquidity. There can hardly be any question that 


(Continued on page 8) 
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ILLINOIS INDUSTRIES AND RESOURCES 


TRACTORS—THE MODERN AGRICULTURAL MAINSPRING 


A revolution in American agriculture began early in 
this century when a practical gasoline-driven tractor was 
developed. Tractors had been known as early as 1825 
when a steam-operated machine was invented in England. 
However, steam tractors never became widely used, 
because of their prohibitive expense and inefficiency. Not 
until the automobile industry showed how to mass pro- 
duce small, efficient internal-combustion engines after the 
beginning of this century was the foundation laid for 
extensive utilization of the tractor for farm purposes. 

Use of tractors on American farms has swelled im- 
mensely since 1910 when only an estimated 1,000 were in 
service. The number had risen to 920,000 by 1930, 
1,675,000 by 1941, and 4,600,000 by 1957. In the years 
before World War I, tractor sales were slow because of 
the widespread availability of draft horses and mules, 
which were cheaper than tractors, although caring for 
these animals required much of the farmer’s time. More- 
over, the inevitable repair work on tractors also posed a 
difficulty because of a shortage of trained mechanics. 

A great stimulus to tractor sales was created during 
World War I, when the number of domestic farm tractors 
in use tripled to 158,000 between 1917 and 1919. Since 
1920, the number of tractors on farms has grown steadily. 
Even in the depression years 1931-35, the total increased 
by 23,000. 

Improvements following World War I brought greater 
eficiency and maneuverability of the tractor. The tri- 
cycle type was introduced in 1924, the general-purpose 
tractor with wheels adjustable to crop-row widths. ap- 
peared in 1926, and rubber-tired tractors came out in the 
early 1930’s. Smaller one-plow tractors, which made 
power equipment feasible for smaller farms, became 
available in 1934 and were followed by the introduction 
of “baby” tractors in 1937. In recent years, refinements 
such as power transmissions, hydraulic controls, and 
integral mounting of equipment have given tractors addi- 
tional power and versatility. 


Tractors in the Postwar Years 


Production of tractors has boomed in the post-World 
War II years. The dynamic postwar production expan- 
sion is vividly shown by the fact that the output of 7.5 
million tractors in the period 1945-57 was more than 
three times the total production for the years 1922 to 
1940 (excluding the depression years, 1931-34). Although 
the number of tractors produced has declined intermit- 
tently since an all-time high of 790,000 was reached in 
1951, annual production still exceeds by a wide margin 
that of any year before 1940, despite the sharp reduction 
in the number of farms. As in past years, outlays for 
tractors represent a major share of total domestic farm 
machinery sales. In 1957, for example, tractor sales 
totaled more than $533 million (the lowest since 1947), 
about one-third of total expenditures for farm equipment. 

The tractor industry is characterized by the almost 
complete supremacy of a few firms. Although there are 
more than 150 tractor plants, the lion’s share of the trac- 
lor business fell to the largest 15, which had 83 percent 


of total employment (65,000) and 85 percent of total 
value added by manufacture ($516 million) in 1954. 
There is no indication that this situation has changed in 
the past five years. 

Although tractors account for the largest dollar vol- 
ume among all the various farm machines, there is no 
tractor industry as such, since every company making 
them also attempts to offer a complete line of farm ma- 
chines. Tractor components generally are manufactured 
in more than one plant, especially for tractors larger than 
the garden type. 

Because of the bulk and weight of their product, trac- 
tor manufacturing establishments tend to locate near 
market areas in order to minimize shipping costs. For 
this reason, about two-thirds of the nation’s plants are in 
Midwestern states, where 53 percent of all wheel-type 
tractors and 47 percent of all track-type and garden 
tractors are in use. In addition, these states account for 
54 percent of the total farm retail outlets. 


Illinois — Tractor-Making Behemoth 


Illinois is a giant in the tractor industry. Its stature 
is illustrated by the last Census of Manufactures (1954), 
which reveals that the State shipped nearly 57 percent 
($655 million) of the total value of tractors sold by 
manufacturers, as compared with 48 percent in 1939. No 
other state challenges it in total production; its nearest 
competitor — Wisconsin — accounted for $186 million in 
value of shipments during the same year. 

Although the State has only 15 tractor plants, all but 
two are large. The plants here average 2,200 workers 
and have an average annual payroll of nearly $10 million. 
In addition, each averages $19 million in value added by 
manufacture. 

The State is also a principal market area for tractors. 
There are about 300,000 tractors on its 170,000 farms. At 
least one tractor can be found on more than 85 percent 
of these farms and one of every two farms has two or 
more. The wheel-type machines are the most common, 
comprising 91 percent of the total in the State, whereas 
garden tractors make up 8 percent (26,000) and track- 
type 1 percent (3,800). 

Three of the nation’s five largest tractor producers 
have plants in Illinois. International Harvester, the na- 
tion’s largest farm equipment manufacturer, owns plants 
in Rock Island, Moline, and Chicago, each with more than 
2,000 employees. The second largest firm — John Deere 
Company —has its headquarters and tractor plants at 
Moline. Although the J. I. Case Company, which ranks 
fifth nationally, maintains its home office in Wisconsin, 
it has more than 1,500 workers in its Rock Island plant. 
In addition, the Caterpillar Tractor Company of Peoria, 
although chiefly an industrial tractor producer, is a major 
national supplier of diesel tractors for farm use. 

Unless farm income declines drastically, the trend 
toward power farming and mechanization is likely to 
continue as more farms seek a second and third tractor. 
Moreover, the increasing size of farms should call for 
more powerful tractors. 
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STATISTICAL SUMMARY OF BUSINESS ACTIVITY 


SELECTED INDICATORS 


UNITED STATES MONTHLY INDEXES 


Percentage changes December, 1958, to January, 1959 = 
-30 -20 +10 +20 +30 +40 
T rom 
OAL PRODUCTION Jan. 
1958 
ELECTRIC POWER PRODUCTION 
Annual rate 
bs in billion $ 
Personal income!............. 362.3" +0.7| 
EMPLOYMENT ~ MANUF AC TURING Manufacturing! 
Inventories................ 49.5%>| — 64 
New construction activity! 
CONSTRUCTION CONTRACTS AWARDED Private residential.......... 19:3 —10.7 | +23.0 
Private nonresidential....... 14.0 — 8.7) — 5.9 
Total 12.6 — 7.3 | +148 
oreign trade! 
DEPARTMENT STORE SALES Merchandise exports........ 18.2¢ — 5.2| —76 
Merchandise imports........ 15.0° +97 
of ex 3.1¢ —48.7 | —47.6 
onsumer credit outstandin 
Total credit............ + 1.0 
Installment credit.......... 33. 8> 0.3} 
Business loans*............... 30. 3> — 3.6] — 12 
Cash farm income’............ 36 .4° —12.8) +34 
U.S. 
Indexes 
*N Industrial uction? 
No change. N.A. Not available. Combined 143" + 0.7) +7.5 
Durable manufactures....... 154* +1.3] + 84 
ILLINOIS BUSINESS INDEXES Nondurable manufactures. . .. + 1.5] +79 
Manufacturing employment‘ 
Jan. Percentage Production workers......... 96 0.0} — 1.8 
Item 1959 change from Factory worker earnings* 
(1947-49 Dec. Jan. Average hours worked....... 100 —- 1.0} + 3.1 
= 100) 1958 1958 Average hourly earnings..... 165 0.0] + 3.8 
lectri 244.0 0.7 onstruction contracts awarded? + 1. +12.2 
Coal 88.8 43 Department store sales?....... 138 | — 3.5] + 6.2 
Employment — manufacturing?. n.a. Consumer price index‘ 124 0.1 ) 
Weekly earnin 164.88 | + + 5.8 Wholesale prices* 
Dept. store sales in Chicago*. . 112.0> | -10.4] — 0.9 All commodities. ........... 120 + 
Consumer prices in Chicago’. . 127.1 | +0.1/ + 0.8 Farm products............. 92 + 1.0) 23 
Construction contracts awarded*®| 225.4 + 3.1 Foods. 109 0.0) — 0.6 
Bank 199. 9. 2) + 4.8 128 + 0.2; 411 
Life insurance sales (ordinary)*®..| 253.4 —25.1| — 3.0 Received by farmers........ 90 0.0) + 1.1 
Petroleum production™......... 128.3 — 0.4/+4+1.2 Paid by farmers...........- 119 + 0.8) + 2.6 
1Fed. Power Comm.; ? ae of Dept. of 
* Fed. Res. Dist.; 5 U Bur. of Labor Statistics; * F. 1U. S. Dept. of Commerce; 2 Federal Reserve Board; *U. S. Dept. 
Dodge Cor Res. Bd.; * Ill. Crop Rpts.; ® Life Ins. Agcy. ae of Agriculture; *U. S. Bureau of Labor Statistics; te W. Dodge Corp. 
Assn. ; 10 tht’ Gea “Survey. Seasonally adjusted. As of end of month. Data are for De- 


* December data; comparisons relate to November, 1958, and De- 


cember, 1957. » Seasonally adjusted. n.a. Not available. 


cember, 1958; comparisons relate to November, 1958, and December, 1957. 


4 Based on official indexes, 1910-14 = 100 


UNITED STATES WEEKLY BUSINESS STATISTICS 


- 1959 1958 
Item 
Feb. 28 Feb. 21 Feb. 14 Feb. 7 Jan. 31 March 1 
Production: 
Bituminous coal (daily avg.)......... thous. of.short tons..| 1,366 1,343 1,363 1,403 1,431 1,385 
Electric power by utilities........... mil. of kw-hr........ 12,972 13,292 13,156 13,292 13,151 11,803 
Motor vehicles (Wards)............. number in thous..... 153 146 141 140 145 109 
Petroleum (daily avg.).............. rr 7,199 7,208 7,155 7,213 7,107 6,841 
1947-49=100....... 145 142 138 133 126 86 
Freight carloadings................... thous. of cars....... 576 583 567 565 583 554 
Department store sales................ 1947-49=100....... 118 109 111 108 106 107 
Commodity prices, wholesale: 
Other than farm products and foods. .1947-49=100....... 127.5 127.6 127.6 127.5 127.4 125.7* 
1947-49=100....... 84.2 84.2 84.7 84.6 84.7 85.7 
inance: 
30,258 30,252 30,156 30,154 30,275 30 , 367 
Failures, industrial and commercial...number............ 296 310 292 271 322 331 


Source: Survey of Current Business, Weekly Supplements. 


* Monthly index for February, 1958. 
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RECENT ECONOMIC CHANGES 


Farm Income 


Net farm income, including government payments and 
the change in farm inventories, rose by about 22 percent 
in 1958 to $14.2 billion as increased production and higher 
average prices more than offset rising production ex- 
penses. The Agriculture Department reported that 39 
states shared in the advance led by Kansas, where aver- 
age farm income jumped 242 percent after a poor agri- 
cultural year in 1957. 

The income gained from farming was supplemented by 
income earned by farmers in nonfarm jobs. This source 
of earnings, which had been rising steadily on a per 
capita basis, suffered its first decline since 1946, falling 
from $309 in 1957 to $298 last year (see chart). On the 
other hand, average income per capita of the farm popu- 
lation from farming moved up to about $770 in 1958, 
compared with $658 in the previous year. 

Total farm income from all sources averaged about 
$1,068 per capita, compared with the nonfarm population 
income of $2,034 and an average income for the whole 
population, both farm and nonfarm, of $1,918 per capita. 


Manufacturers’ Sales and Inventories 


Manufacturers’ inventories were reduced $4.2 billion 
in 1958, compared with an accumulation of $1.2 billion in 
the preceding year. Liquidation of inventories began in 
the final quarter of 1957 and continued through 1958, 
tapering off in the second half as production was in- 
creased to support rising sales. As a result the inventory- 
sales ratio for all manufacturers’ goods fell to 1.75 at the 
end of January, 1959, compared with 2.01 a year earlier. 

The pattern of inventory adjustment in 1958 reflected 
the fluctuations in over-all business activity both in timing 
and in composition. Durable goods stocks fell continu- 
ously from a September, 1957, peak of $31.8 billion to a 


PER CAPITA NET FARM INCOME 
s 


INCOME FROM FARM SOURCES ” 


low of $27.8 billion in December, 1958, a decline of about 


12.5 percent. On the other hand, manufacturers’ sales of 


durable goods, which fell 21.8 percent in the fourteen- 
month period from February, 1957, to April, 1958, began 
to recover last May and reached $13.7 billion in the first 
month of this year. As a result of the upswing in sales, 
the ratio of inventories to sales was reduced from a high 
of 2.56 in early 1958 to 2.05 at the end of January, 1959. 


Corporate Securities 


New security offerings by United States corporations 
fell to $2.4 billion in the final quarter of 1958, compared 
with $2.9 billion in the previous quarter and $3.1 billion 
in the fourth quarter of 1957. The principal factor 
affecting the total volume of offerings was a decline of 
$550 million in issues by manufacturing corporations in 
the last three months of the year. 

For the full year, security offerings totaled $11.6 
billion. This figure has been exceeded only by the record 
$12.9 billion of offerings in 1957. The 10 percent decline 
reflected reduced plant and equipment expenditures by 
industrial groups and a drop in the demand for operating 
funds by sales finance companies. Of the net proceeds of 
$11.4 billion raised from new securities last year, $7.8 
billion was earmarked for capital expenditures programs, 
compared with more than $9.0 billion in 1957. 


Industrial Origin of National Income 


National income in 1958 approached $360 billion, less 
than 1 percent below the 1957. record, according to pre- 
liminary figures reported by the Commerce Department. 
This was mainly due to the strong uptrend in service- 
associated activities during the year. 

The increases in the flow of earnings from the com- 
munications and public utilities division, up 6 percent, and 
from government, up 7 percent, represented the largest 
year-to-year advances recorded in 1958. Income originat- 
ing in finance, insurance, and real estate also continued to 
expand, as did income from business, professional, and 
other services. In total, this group of service-type indus- 
tries generated about $6 billion more income in 1958 than 
in the preceding year and about $14 billion more than in 
1956. 

Except for agriculture, all other industry groups, i.e., 
those engaged in producing and handling commodities, 
experienced reductions in their respective contributions 
to the total flow of income. This was especially true in 
the durable goods manufacturing industries and in trans- 
portation. Income originating in the former fell from 
$68.9 billion in 1957 to $60.5 billion last year, a decline 
of about 12 percent; for the transportation group the 
decline was almost 6 percent. 


Unemployment 

The Census Bureau reported that unemployment failed 
to show the normal 50,000 decline in February. Instead, 
the number of jobless increased slightly, and as a result, 
the seasonally adjusted rate rose to 6.1 percent. 

Census data, in thousands of workers, are as follows: 


Feb. Jan. Feb. 
1959 1959 1958 


Civilian labor force......... Was 67,471 67,430 67,160 
Nonagricultural............... 58,030 58,013 57,158 
Unemployment................. 4,749 4,724 5,173 
Seasonally adjusted rate....... 6.1 6.0 6.7 
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IS THE DOLLAR WEAKENING? 


GEORGE KLEINER, Associate Professor of Economics 


On Christmas weekend of last year, twelve Western 
European countries formally announced that their cur- 
rencies would henceforth be convertible for nonresidents. 
France combined this move with an official 17 percent 
devaluation of the franc and the announcement of an 
austerity budget designed to eliminate her international 
payments deficits; these moves were necessary in the face 
of convertibility and active participation in the Common 
Market. 

These European developments elicited mixed reactions 
in the United States. For the most part they were greeted 
as proof of the increased economic strength of Western 
Europe. Some commentators foresaw an increase in 
United States exports. The recent decline in exports, 
which accentuated our downturn in late 1957, made this 
prospect particularly appealing for United States pro- 
ducers with excess capacity and limited domestic markets. 

Other commentators saw in these moves a further 
proof that the dollar is getting “weak.” They linked 
convertibility to the gold and dollar outflow that has 
persisted since 1950. Though pleased with Europe’s eco- 
nomic strength, they emphasized our gold loss and added 
this “weakening” of the dollar to their arsenal of reasons 
for maintaining a high interest rate policy in this country. 


Convertibility for Nonresidents 


To understand what the recent moves mean and what 
effects they may have on the United States, it is necessary 
to glance briefly at the developments that led up to them. 
Under a completely free system, with no direct controls 
by governments, individuals and business concerns may 
buy or sell wherever they wish to, on the basis of price. 
They are also free to convert any currency into any other, 
in order to effect their international transactions. Thus 
prior to World War II, any foreign concerns selling 
goods or services or assets in Great Britain could sell the 
sterling they acquired in exchange for their own or any 
other currency. British residents were similarly free of 
direct restrictions. Countries were thus able to settle their 
international accounts multilaterally. 

World War II halted this arrangement. Most coun- 
tries that had not already done so imposed direct restric- 
tions both on trade and on currency conversion. The 


UNITED STATES BALANCE OF PAYMENTS 


(Excluding military grant-aids; billions of dollars) 


° 1946- | 1950- | 1952- 
1949 | 1951 | 1956 1957 | 1958 
annual averages 
US expenditures abroad: 

8.8 | 13.5 | 17.2 | 20.7 | 20.5 
6.4 | 10.1 | 11.3 | 13.3 | 12.8 
Services and military purchases....| 2.4 3.4 5.9 7.4 FE | 

Govt. grants and capital (net)....... 6.2 3.5 2.3 2.6 2.6 

Private capital and remittances (net)..| 1.3 1.6 2.1 3.9 3.4 

16.3 | 18.6 | 21.6 | 27.2 | 26.5 
Foreign expenditures in the US 
16.8 | 16.3 | 19.3 | 26.5 | 22.9 
13.3 | 12.1 | 14.0 | 19.3 | 16.2 
Services and military sales......... 3.3 4.2 5.3 a 6.7 
Long-term investments in the US (net) | —.1 
Transactions unaccounted for (net)... 7 .6 9 
Ce eee 17.4 | 16.8 | 20.2 | 27.7 | 23.2 
Change in foreign gold and dollar assets 
through transactions with the US...|}—1.1 1.8 1.4] —.5 3.3 
of which: US sales of gold...........}—1.1 8 2|;-.8 2.3 


Source: Department of Commerce. »° Preliminary. 


restoration of the prewar free multilateral system became 
a principal objective of United States foreign economic 
policy. To this end we took a leading part in setting up 
the International Monetary Fund. And to this end we 
exacted from the British, as a condition of the 1945 loan, 
the promise that they would make current earnings of 
sterling by nonresidents fully convertible. 

Our estimate of Britain’s capacity to restore converti- 
bility proved to be much too optimistic. The convertibility 
experiment in the summer of 1947 was a fiasco—a tragic 
one for Great Britain. The loss of dollars grew so enor- 
mous that convertibility was suspended. After this fiasco, 
the British proceeded to dismantle their controls more 
slowly. The improvement in their international payments, 
and the consequent increase in gold and dollar reserves, 
enabled them gradually to remove restrictions on what 
nonresidents might do with their sterling earnings. 

By February, 1955, the British openly recognized the 
free markets that had existed as black markets for some 
years, in which earners of sterling from non-dollar areas 
could convert into dollars at a discount. The British then 
decided to use their monetary reserves to support the 
sterling rate in these markets, when necessary, in order 
to prevent it from falling to a significant discount in 
terms of the official rate. Since early 1955, the discount 
has seldom exceeded 1 percent. Thus in fact, if not offi- 
cially, sterling earned by nonresidents has been converti- 
ble at virtually no discount. 

The recent convertibility decision, therefore, largely 
legalizes what actually has been permitted for almost four 
years. It also has had the effect of shifting transactions 
in sterling that had formerly taken place in such free 
markets as New York and Zurich back to London. The 
London financial community obviously stands to gain by 
this change. But it is unlikely to have any significant 
influence on world trade and payments. 

It might be asked, therefore, why the recent step was 
attended by such a fanfare of publicity. Possibly it is 
because official convertibility removes a safeguard. Ster- 
ling is an internationally held currency — perhaps 50 
percent of world trade is transacted in sterling and for- 
eigners hold substantial working balances or reserves in 
the form of deposits in British banks or in the form of 
short-term debts. Any shock to confidence, such as the 
Suez crisis, can lead to widespread flight from sterling 
into other currencies. Under the former arrangements, 
sterling in the free markets could be permitted to fall to 
a discount in the hope that the discount would itself 
discourage further conversion. Under present arrange- 
ments, with the government committed to maintain ster- 
ling within rather narrow limits vis-a-vis the dollar, 4 
flight from sterling will drain the reserves, if it is per- 
sistent, and may even necessitate devaluation. There is 
thus a greater element of risk in the present arrangements. 

It is for this reason, also, that convertibility of sterling 
has been emphasized, rather than convertibility of con- 
tinental European currencies. Francs, marks, and the other 
currencies involved are not widely held by foreigners. 
Thus a worsening in their payments position does not 
entail the additional risk of capital flight by foreigners. 
This difference is partly a matter of historical develop- 
ment, partly a matter of deliberate British policy. In 
addition to the banking, foreign exchange, and other 
earnings involved, restoring the attractiveness of sterling 
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as an international reserve provides something of an 
added safeguard in return for the added risk: temporary 
deficits in Britain’s payments position may result in an 
increase in sterling holdings by foreigners, so long as 
jonger-run confidence remains intact. 


Convertibility for Residents 

The decisions last December concerned convertibility 
for nonresidents. Discrimination in international trade 
will persist, however, if residents continue to be re- 
stricted. They may then be compelled to buy and sell in 
other than the most advantageous markets on the basis of 
current prices. 

Considerable progress has already been made in the 
removal of such restrictions as currency or exchange 
controls, and quotas, licenses, or other quantitative re- 
strictions on trade. In 1949, prior to the establishment of 
the European Payments Union, only 30 percent of intra- 
European trade was free from quantitative restrictions, 
and much of this freedom was discriminatory in that it 
extended to some countries but not to others. By early 
1957, about 90 percent of intra-European trade was quota- 
free, and all of the liberalization was made nondiscrimi- 
natory. Several countries, such as Belgium, Germany, 
Italy, the Netherlands, and Switzerland, have removed 
almost all direct restrictions on imports from EPU coun- 
tries. This liberalization, together with economic growth, 
has fostered a spectacular increase in intra-European 
trade, amounting to well over 100 percent since 1949. 

Restrictions on dollar imports have also been reduced. 
This has coincided with the increase in gold and dollar 
reserves of Western Europe since 1952. The reserves of 
Western Europe had fallen sharply from the end of 
World War II, when they amounted to $10.5 billion, to 
1949. By 1952, they had recovered to about the immediate 
postwar level. From 1952 on, they have increased sharply, 
reaching over $20 billion by the end of 1958. 

This increase in reserves made possible a sharp reduc- 
tion in restrictions on imports from the Dollar Area, and 
further concessions have been promised for the near 
future. In Belgium, Germany, and Switzerland, virtually 
all restrictions have been removed, not only on imports 
but even on capital transfers for residents. 


US Trade and Gold Outflow 


The increase in gold and dollar reserves of the rest of 
the world, as a result of transactions with the United 
States, gained momentum in 1958 (see table). Aside from 
additions to gold stocks through new gold production, 
foreign countries purchased $2.3 billion of gold from us 
and at the same time increased their dollar holdings by 
$1 billion. If we single out the Western European coun- 
tries, moreover, the increase in gold and dollar holdings 
was even larger, since they received net gold and dollars 
in transactions with other countries, mainly the primary 


producing countries. This multilateral earning of gold’ 
and dollars by Europe, through third countries, may be a. 


necessary condition for the restoration of complete con- 
vertibility, resident as well as nonresident. Before the 
war, the United States typically ran a deficit in its trade 
with Asia and a surplus with Europe and Canada, and 
the transfer of Asia’s net dollar earnings to Europe 
enabled the latter to cover its dollar deficit. 

In 1958, however, Europe’s indirect dollar earnings 
were particularly large —they ran to over $2 billion, at 
an annual rate, in the first half of 1958. Some of this 
transfer was perhaps speculative. The recession led to 
tumors that the United States would agree to an increase 
in the price of gold, hence led to some shift from dollar 


balances to gold holdings. Some of the transfer was 
probably due to relative movements of interest rates, 
which made a shifting of funds from the United States 
to Great Britain and other financial centers attractive. 
But much of it was due to the decline in prices of primary 
products. West European imports from primary produc- 
ing countries, other than the oil exporters, were about 
$1.5 billion lower, at an annual rate, in the first half of 
1958 than they had been in 1957, and much of this decline 
was due to price changes. 

As a result of these developments, the gold and dollar 
reserves of the primary producing countries declined 
substantially. Such a decline is feasible for a year or 
two. The primary producing countries can temporarily 
continue with relatively high imports by reducing their 
reserves. Some of them, however, have already been 
compelled to reduce their imports, and any new downturn 
of activity in the industrial countries would force the 
primary producers to even more restrictive measures, 
since their reserves have already been depleted. Thus the 
very large 1958 increase in Europe’s gold and dollar 
earnings by way of third countries should not be regarded 
as anything but temporary. 

Similarly, the substantial direct flow of gold and dol- 
lars from the United States to Europe in 1958 was due 
mainly to a combination of temporary factors. (By the 
end of the year, the gold outflow had already subsided.) 
From the first half of 1957 to the first half of 1958, our 
exports declined much more than those of the other 
industrial countries. But a comparison with 1957 is mis- 
leading, since our exports then were swollen by the Suez 
crisis, particularly in the first quarter. Compared with 
the first half of 1956, also a period of booming world 
demand, our exports in 1958 declined much less. In two 
important countries, Japan and France, imports reached 
such high levels in early 1957, and reserves fell to such 
low levels, that a sharp retrenchment was inevitable. The 
decline of investment in Canada, and hence of its imports 
from us, was pronounced. 

Much of the decline in our exports, as well as the 
preceding increase from 1956 to 1957, was due mainly to 
developments in particular commodities: petroleum, raw 
cotton, wheat, coal, iron and steel products, and auto- 
mobiles. The movements in the first three of these com- 
modities were due to particular, temporary develop- 
ments. Coal and steel are especially sensitive to changes 
in business activity. Contributing to declines for these 
industries were the business setback in Western Europe, 
Canada, and Japan, particularly the decline in plant and 
equipment investment, and the enforced retrenchment of 
the primary producing countries. Only the change in 
automobile exports may be indicative of a deeper-rooted, 
longer-run trend. 

Our imports in 1958 declined much less than our ex- 
ports, just as they had increased much less in 1957. Ever 
since the 1930’s, the world has stood in fear of a reces- 
sion in the United States because of the anticipated effects 
of such a recession on our imports, and hence on the rest 
of the world’s exports and reserves. The postwar reces- 
sions have proved to be much less injurious than was 
feared, partly because direct controls have enabled for- 
eign countries to restrict imports, partly because the 
recessions thus far have been short-lived. 

In 1958, some of our imports behaved in the expected 
cyclical manner. Thus our imports of industrial supplies 
and materials declined from an index of 100 in 1956 to 
92, in volume terms, which compares with a like decline 
in our manufacturing production index. On the other 
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hand, some of our imports, such as finished manufactures 
and textile products, showed little change, while petro- 
leum, meat, and automobiles actually increased. 

As shown in the table, our surplus on merchandise 
trade dropped from $6 billion in 1957 to $3.4 billion in 
1958, while other expenditures and receipts changed rela- 
tively little. Comparing 1958 with 1956, the major changes 
were a decline in our merchandise exports of about $1 
billion, an increase in payments for services of about $700 
million, and a decrease in foreign long-term investments 
in the United States of about $600 million. Our invest- 
ments in foreign countries changed relatively little in the 
three-year period, but the composition did change some- 
what in 1958. In all the changes on capital account, 
relative movements in interest rates were probably an 
important factor. 

It would be foolish to view the gold outflow of 1958 
with alarm. If European countries are to continue to 
reduce their restrictions on trade and restore complete 
convertibility, on residents as well as nonresidents and on 
capital as well as current transactions, some increase in 
our exports is likely. Hence we must do everything pos- 
sible to maintain dollar supplies through imports, loans, 
and grants. The exceptionally large gold and dollar out- 
flow of 1958 is not evidence of any long-term trend. 
Much of it was due to a combination of short-run changes 
that are not likely to repeat themselves. 

It would be particularly foolish to conclude from the 
1958 developments that the United States must adopt a 
restrictive monetary and fiscal policy in order to safe- 
guard our gold stock, or that interest rates here must 
remain in line with interest rates in other financial centers 
in order to induce liquid balances to stay here, regardless 
of the state of employment in the United States. The 
United States still owns more than half of the world’s 
monetary gold stock. Our gold stock is still far in excess 
of what we need as a reserve against deposits and cur- 
rency under present gold reserve requirements. We are 
therefore in the fortunate position, unlike most other 
countries, of not having to adjust interest rates and 
monetary and fiscal policy in accordance with the balance 
of payments, rather than in accordance with employment 
and the price level. 


Foibles of Monetary Policy 
(Continued from page 2) 


the risks of losses at these prices are severe. Yet, a 
kind of “liquidity illusion” has come to dominate the 
market. 

Many investors seem to be buying on the theory that 
they are acquiring the only effective liquid asset. Stocks 
seem to have taken on the characteristics of money — 
stability of supply and lack of acceptable substitutes. Cer- 
tainly the supply of stocks has been inelastic. And as 
prices and wage rates continued up through the recession, 
many acquired the attitude that cash or fixed claims 
could not provide a safe haven for investment funds; 
hence, the elasticity of substitution for common stocks 
fell to a low. The interactions of this liquidity illusion 
with the inflation phobia make it impossible to tell where 
the rise in prices will end. 


Defining the Proper Goal 


These are the developments by which monetary policy 
gets caught in a kind of “crack-the-whip” reaction. The 
turn from the low accelerates in a burst of speculative 


fervor, and the speculation, which is partly a reaction 
to the previous stimulus, seems to call for the use of 
drastic restrictive action. In the 1929 boom, the degree 
of restraint to be imposed on speculation was one of the 
most hotly debated issues of monetary policy. The fact 
that the Federal Reserve has power to control margins 
on stock trading helps to build the confusion of objec- 
tives into its operations. 

To the Fed’s credit, it has largely ignored the progress 
of the stock market into new high ground during the 
recent recovery. Its moderation has been evident in the 
lag in raising the discount rate and in its willingness to 
expand credit to meet peak seasonal demands. 

A breakaway from this policy occurred early this 
month, with the spreading of the speculative movement 
to business inventories, particularly steel, and a new up- 
surge in consumer credit. There is as yet no demon- 
stration that it is any more feasible or desirable to control 
this kind of speculative movement by monetary action 
than the kind on display in the stock exchange. An 
inventory upswing tends in part to generate its own 
sources of financing. Control is further hampered by the 
operations of nonbank financial intermediaries. Further- 
more, these movements tend to be self-limiting. At the 
point where the need for action seems most acute, they 
have largely run their course, and action then poses the 
threat of an excessive reaction. 

There is still the possibility that restrictive action 
may be effective with respéct to investment in fixed 
capital. Keynes— following the lead of the Swedish 
School — displayed a strong conviction that the interest 
rate is important in determining the rate of new invest- 
ment. However, much evidence has accumulated that 
investment is insensitive to interest rates in the short run. 
Thus, in the Keynesian system, the rate of interest be- 
comes both an instrument of monetary policy and a device 
whereby that policy is temporarily rendered ineffective. 
On the one hand, a rise in the rate is supposed to restrict 
new investment; on the other, it induces a sacrifice of 
liquidity, so that funds flow out of hoards and the rise in 
velocity permits activity to continue unchecked. The dis- 
tinction between the short and the long view here as- 
sumes critical importance. The adverse effect on invest- 
ment will presumably be more enduring and depress 
activity throughout the economy after the initial period 
of adjustment. 

In the current situation, policy can hardly aim at pro- 
moting an accelerating decline in the long-cycle com- 
ponents of investment as a way of achieving ephemeral 
anti-inflation goals. The Fed has been appropriately 
sensitive to the persistence of a relatively high rate of 
unemployment. 

Although the Fed has thus operated discreetly within 
the policy framework it has set for itself, those who 
favor monetary controls most strongly may still sustain 
a fundamental criticism of its position. Little is to be 
found in its statements of policy or explanations of ac- 
tions on a seemingly crucial question: Which markets or 
activities ought to be restricted or stimulated under the 
circumstances? The Fed has preferred to remain im- 
personal; aloof from the controversies of specific deter- 
mination. It not only refuses responsibility for deter- 
mining the rate structure but rejects powers of control 
over shifts from demand to time deposits, expansion of 
consumer credit, and the operations of nonbank financial 
intermediaries. The thesis that all must, or even can, be 
treated alike puts obstacles in the way of using existing 
and potentially available controls most effectively.  VLB 
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Handicapped Workers — Good Performers 


Management Record, published by the National Indus- 
trial Conference Board, has reported the results of a 
survey conducted by DuPont’s personnel department of 
its 1,021 physically handicapped employees. These em- 
ployees were rated above average, average, or below 
average by their supervisors in terms of performance, 
safety, and attendance. The survey showed that almost 
half of the handicapped employees have above-average 
safety records, more than half have above-average at- 
tendance records, and more than 40 percent have above- 
average ratings in job performance. 

Other findings of the study indicated that persons who 
are handicapped when employed have better over-all 
records than do workers whose handicaps occurred after 
employment. Some of the best performers among handi- 
capped workers are persons with the most severe types of 
handicaps — blindness, paraplegia, and amputation. Hand- 
icapped workers in the lower-level occupations such as 
craftsmen, service workers, and laborers have the poorest 
performance records of the whole group. Handicapped 
clerical workers have the greatest percent of persons 
with above-average attendance and job performance. 


Continuous-Rail Welding 


The Chemetron Corporation of Chicago announced 
recently a new rail-welding system that is calculated to 
save American railroads millions of dollars annually in 
track installation and maintenance costs and in reduction 
of damage to rolling stock and freight. Until recently, 
high costs due to the slowness of previous welding meth- 
ods prevented railroads from using welded rails except 
ata few points having difficult maintenance and replace- 
ment problems. Surveys conducted in the last five years 


PERCENT DISTRIBUTION OF MORTGAGED 
HOMES, BY MARKET VALUE AND 
TYPE OF LOAN, 1956 © 


$15,000- 
$19,999 


$10,000- 
$14,999 


40+ 


ee 


FHA VA CONVENTIONAL 
Source: U. S. Departments of Commerce and Labor, 
Construction Review, February, 1959, p. 6. 


BUSINESS BRIEFS 


PUBLICATIONS AND DEVELOPMENTS OF BUSINESS INTEREST 


by the American Railway Engineering Association have 
shown that welded rail saved an annual average of nearly 
$1,000 for every mile of track laid. 

The company’s new automatic system operates at a 
rate two to three times faster than other rail welding 
methods. An entire welding operation is completed in 
about four minutes and requires a crew of only seven 
men. Rails are fed into the welding unit mounted on its 
own railroad car. Railends are electrically preheated 
under 30 tons of pressure and forged together with 
hammerlike blows of more than 50 tons of pressure. Then 
the joint is sheared of excess metal, smoothed, and tested. 


Survival for the Downtown District 


The study director of the Committee for Economic 
Development recently presented the results of a three- 
year study of the New York City metropolitan region. 
The major conclusion of the study was that the central 
business districts of large cities in this country will 
remain alive for years to come, but only a continual 
decline was foreseen for the other areas extending to the 
fringe of the suburbs. 

According to the CED, the survival of the downtown 
business district is dependent upon office activity, and a 
continued growth in office-type jobs is anticipated. Fi- 
nancial institutions and central offices for manufacturing, 
transportation, and utilities are obliged to remain in 
central business districts in order to tap the necessary 
supply of literate clerks from the entire area. 

The CED concludes that for historical and financial 
reasons, the area between downtown and the suburbs is 
doomed, both as a place to live and as a place to work. 
Middle-income families historically have moved outward 
to the suburbs, leaving the lower-income families to 
occupy the urban housing, which eventually becomes 
slums. To reclaim this area, according to the CED, would 
require a much larger scale of new government-supported 
low-income housing than is now contemplated. 


Financing of Owner-Occupied Homes 


The February, 1959, issue of Construction Review 
summarizes some major findings of the 1956 National 
Housing Inventory on the financing of owner-occupied 
nonfarm homes and compares them with corresponding 
data obtained from the 1950 Census of Housing. At the 
time of the 1956 survey, 56 percent of all single-family, 
owner-occupied homes were mortgaged, compared with 
44 percent in 1950. The outstanding debt amounted to 
$85 billion, or about three times as much as in 1950. This 
resulted both from the increase in the number of mort- 
gaged properties from 7.1 million in 1950 to 12.7 million 
in 1956 and from the growth in the average size of loans. 

Properties with FHA and VA loans were newer and 
more concentrated in the middle market value ranges than 


those with conventional loans. The report indicates that 


67 percent of all VA properties and 56 percent of FHA 
properties were built between 1950 and 1956, compared 
with 38 percent of properties with conventional loans. 
In 1956 the majority of the FHA and VA loans were in 
the $6,000 to $15,000 market value range. The percentage 
of FHA and VA loans was very small on properties with 
market values under $6,000 and over $20,000 (see chart). 
Conventional loans accounted for all but 23 percent of the 
loans on homes with market values of $20,000 or more. 
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LOCAL ILLINOIS 


Illinois business activity in January declined generally 
from the preceding month. The only major indicator 
with a substantial advance was construction contracts 
awarded, which rose 11 percent. The greatest declines 
were experienced in life insurance sales, off 25 percent, 
and coal production, down 11 percent from the December 
level. Seasonally adjusted department store sales in Chi- 
cago decreased 10 percent and bank debits in selected 
Illinois cities dropped 9 percent. 

Comparisons with January, 1958, show increased ac- 
tivity in all indicators, with the exception of life insur- 
ance sales, coal production, and farm prices. Weekly 
earnings in manufacturing increased 6 percent, bank 
debits 5 percent, electric power consumption 4 percent, 
and construction contracts awarded 3 percent. 


Changes in Bank Debits 


Monthly average bank debits of fifteen major Illinois 
cities totaled $16.1 billion in 1958, an increase of slightly 
more than 1 percent from the 1957 average of $15.9 
billion. The total during 1958 ranged from a low of 
$14.1 billion in February to a high of $19.2 billion in 
December, a peak which exceeded any month during 1957. 
In the first half of the year bank debits showed a slight 
decline, with seven of the fifteen cities experiencing 
decreases in total bank debits. Only because of an upward 
swing during the last six months were bank debits able 
to show a small increase for the entire year. 

Decatur, Peoria, and Rockford were the only cities 
where bank debits fell during the last half of 1958. 
Although Danville registered a gain in the last six 
months of 1958, it experienced the greatest percentage 
decline during the first half of the year, resulting in a 
drop of 3 percent for the entire year. The largest gain 
occurred in Champaign-Urbana where bank debits rose 
8 percent, followed next by Bloomington with 7 percent, 
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DEVELOPMENTS 


and Alton and Elgin with 6 percent each (see chart), 
Chicago, which accounts for slightly more than 90 per- 
cent of the total bank debits of the fifteen cities, made a 
recovery in the last half of 1958, enabling it to register a 
small increase for the entire year. 


Purchase of Chicago Newspaper 


The recent purchase of the Daily News by Marshall 
Field, Jr., leaves Chicago with its four newspapers — 
Tribune, Americon, Sun-Times, and Daily News —but 
with only two publishers, each with a morning and an 
afternoon paper. In 1956, the morning Tribune invaded 
the afternoon field by purchase of the American. Al- 
though the Field interests are in a stronger competitive 
position as a result of the acquisition of the Daily News, 
the combined daily circulation of about 1.1 million of their 
papers is still below the circulation of the Tribune and the 
American, The combined revenues in 1958 from advertis- 
ing amounted to $38.5 million for the Field papers and 
$75.3 million for the Tribune-American combine. 

The Tribune is presently the most widely read of all 
Chicago newspapers, with a daily circulation of 900,000 
and about $63.3 million in advertising revenue in 1958, 
The Daily News is next with approximately 548,000 daily 
circulation and $19.5 million in advertising revenue last 
year. The Sun-Times and the American have daily circu- 
lations of 534,000 and 467,000 respectively, and last year’s 
advertising revenues amounted to $19 million for the Sun- 
Times and $12 million for the American. 


Poultry Industry Declines 


Illinois is ranked fifth in the nation in egg production, 
and its poultry industry contributes about 6 percent of 
the State’s farm income. However, since 1950 the total 
number of chickens on Illinois farms has dropped 25 per- 
cent, and the number of laying chickens has fallen from 
17 million in 1950 to 15.6 million in 1957. In spite of this 
deciine in the number of laying hens, the State’s egg 
production has remained fairly constant —3 million in 
1950 and 3.1 million in 1957 — because of improved feed- 
ing and breeding. These two factors have helped to in- 
crease the average annual production per hen from 173 
eggs in 1950 to 197 eggs in 1957. 


Waterflood Oil Production 


In a recent Illinois State Geological Survey report 
entitled Petroleum Industry in Illinois in 1957, it is 
pointed out that Illinois oil production declined to 76.6 
million barrels in 1957, a decrease of 7 percent from the 
82.3 million barrels produced in 1956. However, water- 
flood oil production continued to expand, rising from 31.3 
million barrels in 1956 to 36.1 million barrels in 1957. 
This represented an increase of 15 percent and accounted 
for 47 percent of the State’s total oil production. The 
waterflood technique involves injecting water into the oil- 
producing rock formations to flush out more oil than 
could otherwise be pumped out. 

Since 1942, when this method of increasing oil pro- 
duction began to be used in Illinois, there has been a 
rapid growth in the total number of waterflood projects. 
During the last eight years, there has been an advance of 
about 500 percent to a total of 382 projects in 1957. A 
cumulative total of 1.3 billion barrels of water has been 
injected in order to recover 146 million barrels of oil, of 
9 barrels of water per barrel of recovered oil. 
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COMPARATIVE ECONOMIC DATA FOR SELECTED ILLINOIS CITIES 


January, 1959 
ona: Electric Estimated 
Building : Depart- Bank Postal 
Permits! ment Store Debits* Receipts® 
$15,765" 1,266,312" $698,246 $17,414" $17,714" 
IE Jec., 1958....] —29.9 +64 +26.4 ~56 
Percentage change from. . ... . \Jan., 1958....| —31.0 489 0 +48 +258 
NORTHERN ILLINOIS 
$10,570 936 ,379 $506,073 $15,955 $14,970 
ec., +4.9 +24.8 —55 —8.6 
Percentage change from.. . Bi 1958....| —31.0 +71 0 +47 426.7 
$ 551 $11,340 $ 73 $ 173 
c., —58 +1.8 -—0.4 
Percentage change from... 1958... || 7.6 497 441 42.3 +168 
$ naa. $ 8,352 $ 49 $ 121 
ec... +32.0 na —4.6 
Percentage change from 1958....| +4410 +7.0 +113 +83 
$ 254 na. $ 94 $ 
: c., —51.0 +27.7 —59 41.5 -3. 
Percentage change from... 42.5 43 +175 
$ 261 | na. $ 6,827 n.a. $ 
{Dec., 1958...)  +61.1 +31.8 na. —3. 
Percentage change from... 1958... ||. +141.7 
Rock Island-Moline....:..... $ S25 26 ,960 $13,386 $ 111» $ 205 
+17. +6.0 +26.7 n.a. —6.3 +7. 
Percentage change from... 1958....| +19.9 +1.5 +2.7 +4.9 —4.5 
$ 584 52,272° $23 ,956 $ 191 $ 317 
ec., 1958....| —11.9 +7.3 +37.7 +8.6 
Percentage change from...) 1958... 48.0 +7.9 +7 44.2 +18.7 
CENTRAL ILLINOIS 
Bloomington................ ‘De $ 72 9,625 $ 7,173 $ 70 $ 
—67.1 | +2.0 +30. 3 n.a. —19.0 —8.1 
Percentage change 1958... || —9¢2 | +42.0 +48 +11.2 
Champaign-Urbana........... $ 263 14,573 $10,250 $ 88 $ 
a {Dec., 1958.... —29.5 | +2.3 +26. n.a. +14.3 +5. 
Pescontage change Hem... +3.6 419.3 424.9 
$ 100 = 14,361 $ 8,149 $ 55 $ 
{Dec., 1958... -4.5 | +38.7 43.3 +7. 
Percentage change 1908...) | 45.8 +10 +100 439.6 
$ 327 | 36,371 $14,750 $ 120 ‘= 
c., 1958...) | +8.4 +30.6 —~60° —4.0 
Percentage change from. . . 46.0 +8¢ ~18 +251 
Au ec., 1958.... —96.8 +11.5 +23 .5 n.a. +8. 
Percentage change from ‘\Jan., 1958. ... —95.5 +9 1 +4.3 +31.5 
$ 394 60,835¢ $21,798 $ 231 $ 368 
ec., 1958....) —47.9 | +10.7 +31.7 — 60° —7.3 —3. 
Percentage change from... || 457.6 | +202 411 468 426.3 
$ 257 11 ,887° $ 6,636 $ $ 103 
{Dec., 1958.... —76.5 +7.7 +32.9 —6 —12.6 +3. 
Percentage change from... Jan. 1958. 4713 415.5 45.5 +48 +20.4 
$ 317 40, 760° $17 ,554 $ 136 $ 361 
jDec., 1958... . —29 4 +3.0 +27. —5. —0. 
Percentage change from... tan. 1958. 411.2 477 4+8.8 —4e 437 +29.3 
SOUTHERN ILLINOIS 
$ 26 14,163 $10,219 $ 150 $ 
(Dec., 1958....| —81.6 6. 22.2 a. 1 0 
Percentage change from... ‘\Jan., 1958. | + na 
ec., 1958... .|+1,030°.0 +93.3 | ++38.6 n.a. 
Percentage change from... 1958. 77 0 41010 | 40.6 482 +320 
$ 381 11,268 | $ 5,741 na. $ 74 
{Dec., 1958... .| +60.8 + 30.0 n.a. 0.0 
Percentage change from... 1958. | | +1059 46.3 


Sources: | U. S. Bureau of Labor Statistics. 


Original sources. 


[11] 


* Total for cities listed. » Includes East Moline. © Includes immediately surrounding territory. n.a. Not available. 
Data include Federal construction projects. 
Department of Revenue. Data are for December, 1958. Comparisons relate to November, 1958, and December, 1957. * Research De- 
tartments of Federal Reserve Banks in Seventh (Chicago) and Eighth (St. Louis) Districts. Department storesales percentages rounded 
* Local post office reports. Four-week accounting periods ending January 9, 1959, and January 10, 1958. 


* Local power companies. 
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The University of Chicago Lip 
Periodical Division, Harper, » 


Chicago 37, Ill. 


INDEXES OF BUSINESS ACTIVITY 
1947-1949 = 100 
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